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,Q0DOD\VLD)RUHLJQ,QYHVWPHQW&RPPLWWHH),&KDVDOORZHGIRUHLJQLQYHVWRUVWRKROGXSWRRIDILUP¶V
HTXLW\LQDOOPDQXIDFWXULQJVHFWRUVGXULQJWKHSHULRGIURPVW-XO\WRVW'HFHPEHUH[FHSWIRUVHYHQ
VSHFLILHGPDQXIDFWXULQJDFWLYLWLHV3ULRUWRWKLV,QGXVWULDO&RRUGLQDWLRQ$FWKDGFDSSHGIRUHLJQHTXLW\RZQHUVKLS
LQDFRPSDQ\DW6XEVHTXHQWO\ LQ-XQH0DOD\VLD,QGXVWULDO'HYHORSPHQW$XWKRULW\0,'$SHUPLWWHG
IRUHLJQRZQHUVKLSRQDSHUPDQHQWEDVLV5DMHQWKUDQ
*URZLQJWUHQGRIJOREDOLVDWLRQDQGEXVLQHVVH[SDQVLRQE\PXOWLQDWLRQDOFRUSRUDWLRQV01&VKDVSURPSWHGPRUH
VWXGLHVRQIRUHLJQRZQHUVKLSVWUXFWXUHLQGHYHORSHGHFRQRPLHVVXFKDV8QLWHG.LQJGRP+DUULVDQG-DSDQ
.LPXUD	.L\RWDDVZHOODVGHYHORSLQJDQGHPHUJLQJHFRQRPLHVVXFKDV,QGLD&KKLEEHU	0DMXPGDU
$UJHQWLQD %UD]LO &KLOH &RORPELD DQG 3HUX 3UHVVPDQ  &KLQD *UHHQDZD\ *XDULJOLD 	 <X  DQG
,QGRQHVLD7DNLL+RZHYHUVLPLODUVWXGLHVRQ0DOD\VLDQILUPVZHUHYHU\OLPLWHG'HWUDJLDFKHDQG*XSWD
LVWKHQHDUHVWVWXG\RIIRUHLJQRZQHUVKLSLQ0DOD\VLDQHYHUWKHOHVVLWLVFRQGXFWHGRQEDQNVUDWKHUWKDQQRQILQDQFLDO
ILUPV)RUHLJQRZQHUVKLSRIEDQNVLQ0DOD\VLDLVVHSDUDWHO\UHJXODWHGE\%DQN1HJDUD0DOD\VLDLQVWHDGRI0'$
%HVLGHVSURYLGLQJVRPHQHZHPSLULFDOHYLGHQFHRQWKHHIIHFWRIIRUHLJQHTXLW\RZQHUVKLSRQILUP¶VSURILWDELOLW\LQ
0DOD\VLDWKLVSDSHUDOVRDLPVWRH[SORUHRQZKHWKHUWKHDSSRLQWPHQWVRIIRUHLJQFKDLUPDQDQGIRUHLJQFKLHIH[HFXWLYH
GLUHFWRUDVZHOODVWKHSUHVHQFHRIIRUHLJQGLUHFWRUVRQWKHFRPSDQ\¶VERDUGRIGLUHFWRUVLQIOXHQFHILUP¶VSURILWDELOLW\
0RVWRIWKHSUHYLRXVVWXGLHVRIIRUHLJQRZQHUVKLSVWUXFWXUHKDYHRYHUORRNHGWKHSRVVLELOLW\WKDWH[HFXWLYHGLUHFWRUV
ZKRDFWXDOO\FRQWUROWKHGDLO\RSHUDWLRQVDQGVWUDWHJLFGHFLVLRQPDNLQJVPLJKWKDYHPD[LPLVHGSHUVRQDOZHDOWKDWWKH
H[SHQVHRIVKDUHKROGHUV6WXGLHVFDUULHGRXWE\&KLHQLQ7DLZDQDQG0DVXOLV:DQJDQG;LHLQWKH
8QLWHG6WDWHVZHUHWKHRQO\H[FHSWLRQ7RFORVHRXWUHVHDUFKJDSOHIWRXWE\SUHYLRXVUHVHDUFKHVWKLVSDSHUSRQGHUVWR
DQVZHUWKHIROORZLQJUHVHDUFKTXHVWLRQVLGRHVIRUHLJQHTXLW\RZQHUVKLSLQIOXHQFHILUP¶VSURILWDELOLW\"LLGRHVD
QRQOLQHDUUHODWLRQVKLSH[LVWEHWZHHQGLIIHUHQWFDWHJRULHVRIIRUHLJQHTXLW\RZQHUVKLSEHORZEHWZHHQWR
 DQG DERYH  DQG ILUP¶V SURILWDELOLW\" LLL DUH IRUHLJQ FKDLUPDQ FKLHI H[HFXWLYH GLUHFWRU DQG GLUHFWRUV
YDOXDEOHDGYLVRUVZKRHQKDQFHILUP¶VSURILWDELOLW\RULQHIIHFWLYHPRQLWRUVZKRMHRSDUGLVHILUP¶VSURILWDELOLW\"LY
GRHV WKH HIIHFWVRI IRUHLJQ HTXLW\RZQHUVKLS DQGSUHVHQFHRI IRUHLJQGLUHFWRUVRQ ILUP¶VSURILWDELOLW\YDU\ DPRQJ
GLIIHUHQW6,&GHILQHGVHFWRUVLQ0DOD\VLD"
/LWHUDWXUH5HYLHZ
:LWK YDULRXV FRPSHWLQJ WKHRULHV RI KRZ IRUHLJQ RZQHUVKLS DQG SUHVHQFH RI IRUHLJQ GLUHFWRUV DIIHFW ILUP
SHUIRUPDQFHHPSLULFDOHYLGHQFHVIURPSUHYLRXVVWXGLHVZHUHVRPHKRZPL[HG,QWHUQDOLVDWLRQWKHRU\UHVRXUFHEDVHG
WKHRU\DQGXSSHUHFKHORQWKHRU\JHQHUDOO\SUHGLFWSRVLWLYHLQIOXHQFHZKHUHDVDJHQF\WKHRU\DQGUHVFXHDFTXLVLWLRQ
K\SRWKHVLVSUHGLFWWKHRSSRVLWH
,QWHUQDOLVDWLRQWKHRU\GHYHORSHGE\5XJPDQH[SODLQHGWKDW01&VZLOOEHQHILWIURPFUHDWLQJWKHLURZQ
LQWHUQDOPDUNHWZKHUHLQWUDJURXSWUDQVDFWLRQVFDQEHFDUULHGRXWDWORZHUFRVWDQGKHQFHLQFUHDVHSURILW*HQHUDOO\
ORFDOILUPVDUHPRUHNQRZOHGJHDEOHDERXWORFDOPDUNHWFRQVXPHUSUHIHUHQFHVDQGEXVLQHVVSUDFWLFHV WKXVIRUHLJQ
RZQHUVPXVWSRVVHVVVRPHVSHFLILFDGYDQWDJHVVXFKDVPDQDJHULDOH[SHUWLVHRUWHFKQRORJLFDODGYDQFHPHQWLQRUGHUWR
EHDEOHWRFRPSHWHZLWKWKHP7KHVHLQWDQJLEOHDVVHWVZLOOEHWUDQVIHUUHGWKURXJKLQWHUQDOLVDWLRQDQGH[SDQVLRQDEURDG
OHDGLQJWRKLJKHUSURILWDELOLW\DQGSURGXFWLYLW\RIIRUHLJQRZQHGILUPVFRPSDUHGWRGRPHVWLFRZQHGILUPVLQDKRVW
FRXQWU\ %ORPVWU|P DQG .RNNR  VXSSRUWHG LQWHUQDOLVDWLRQ WKHRU\ ZKHUH WKH\ FRQFOXGHG WKDW WUDQVIHU RI
WHFKQRORJ\IURPIRUHLJQRZQHUVKDGFRQWULEXWHGWRKLJKHURSHUDWLQJHIILFLHQF\RIGRPHVWLFILUPVWKURXJKLQWURGXFWLRQ
RIQHZNQRZKRZDQGWUDQVIHURIWHFKQLTXHVIRULQYHQWRU\DQGTXDOLW\FRQWUROV%HVLGHVWKDW'XQQLQJFODLPHG
WKDWSRVVHVVLRQRINQRZOHGJHLV WKHQHFHVVDU\DGYDQWDJHIRUDILUPWREHFRPHDPXOWLQDWLRQDODQGLQWHUQDOLVH LW WR
LPSURYHSURILWDELOLW\
%XLOGLQJDVWURQJHUIRXQGDWLRQWRUHVRXUFHEDVHGWKHRU\GHYHORSHGE\:HUQHUIHOWLQ\HDU%DUQH\XVHG
95,1PRGHOWRH[SODLQWKDWIRUDILUPWRKDYHVXVWDLQDEOHFRPSHWLWLYHDGYDQWDJHLQWKHORQJUXQDQGDFKLHYHDERYH
DYHUDJHSURILWVLWVEXQGOHRIUHVRXUFHVKDYHWREHYDOXHFUHDWLQJUDUHLQLPLWDEOHDQGQRQVXEVWLWXWDEOHE\FRPSHWLWRUV
,QWRGD\JOREDOL]HGEXVLQHVVHQYLURQPHQWDILUP¶VDFFHVVWRYDOXDEOHUHVRXUFHVVXFKDVFKHDSHUFRVWRIFDSLWDOODUJHU
FXVWRPHUEDVHUHOLDEOHVXSSOLHUVDQGVWUDWHJLFEXVLQHVVSDUWQHUVFRXOGEHHQKDQFHGWKURXJKSHUVRQDOQHWZRUNVRILWV
IRUHLJQ RZQHUV DQG IRUHLJQ GLUHFWRUV 6WXG\ E\ 3IDIIHUPD\U DQG %HOODN  IRXQG WKDW IRUHLJQRZQHG ILUPV
JHQHUDOO\SRVVHVVJUHDWHUDPRXQWRIILQDQFLDOFDSLWDOWKDQGRPHVWLFRZQHGILUPVWKXVPRUHOLNHO\WRVHWXSUHVHDUFK
DQGGHYHORSPHQWGHSDUWPHQWWRGHYHORSEHWWHULQQRYDWLYHSURGXFWVZKLFKVXLWFRQVXPHUV¶QHHGVDWJUHDWHUSURGXFWLRQ
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HIILFLHQF\KHQFHUHVXOWLQJLQKLJKHUSURILWDELOLW\)RUHLJQRZQHGILUPVDOVRWHQGWRKDYHPRUHKLJKFDOLEUHKXPDQ
FDSLWDOE\YLUWXHRIUHZDUGLQJWKHLUH[SHUWLVHZLWKKLJKHUVDODU\DQGEHWWHUSHUNV%HVLGHV.LQJVWXG\VKRZHG
HYLGHQFHWKDWDUPHGZLWKH[SHULHQFHDQGH[SRVXUHWRJOREDOEXVLQHVVHQYLURQPHQWDQGSUDFWLFHVIRUHLJQGLUHFWRUVDUH
DEOH WR FRRUGLQDWH UHVRXUFHV RI WKH FRPSDQ\ PXFK EHWWHU WKDQ GRPHVWLF FRXQWHUSDUWV KHQFH OHDGLQJ WR JUHDWHU
SURGXFWLYLW\DQGVXSHULRUSHUIRUPDQFH,QDGGLWLRQ0DVXOLVHWDOIRXQGWKDWIRUHLJQGLUHFWRUVVLWWLQJRQWKH
ERDUGRIIHUHGWKHLUYDOXDEOHDGYLFHVLQKHOSLQJWKHLUILUPWRPDNHEHWWHUFURVVERUGHUDFTXLVLWLRQVHVSHFLDOO\ZKHQWKH
WDNHRYHU WDUJHWV DUH IURP WKHLU IDPLOLDU KRPH UHJLRQV 6XFK LQWDQJLEOH UHVRXUFHV ZLOO SRVLWLYHO\ LQIOXHQFH WKH
SHUIRUPDQFHIRUILUPVZLWKDKLJKHUUDWLRRIIRUHLJQHUVLQWKHLUERDUGRIGLUHFWRUV
8SSHUHFKHORQVWKHRU\RULJLQDWHGE\+DPEULFNDQG0DVRQH[SODLQVWKDWFKRLFHRIVWUDWHJLHVDQGGHFLVLRQV
IRU WKH ILUP DUH SDUWLDOO\ LQIOXHQFHG E\ EDFNJURXQG FKDUDFWHULVWLFV RI WKH ILUP¶V LQGLYLGXDO WRS H[HFXWLYHVZKLFK
LQFOXGHH[SHULHQFHVSHUVRQDOLWLHVYDOXHVEHOLHIVDQGRWKHUKXPDQIDFWRUV2QWKHSUHPLVHRIXSSHUHFKHORQVWKHRU\
DSSRLQWLQJPRUHIRUHLJQGLUHFWRUVZLWKGLIIHUHQWQDWLRQDOLWLHVZLOOEULQJGLIIHUHQWYDOXHVH[SHULHQFHVDQGFRJQLWLRQV
WRWKHGHFLVLRQPDNLQJSURFHVVZKLFKLQWXUQFRQWULEXWHWRPRUHFUHDWLYHDQGVXSHULRUVWUDWHJLFVROXWLRQV1LHOVHQDQG
1LHOVHQ VWXG\RQ WRSPDQDJHPHQW WHDPVRI6ZLVV01&VIRXQG WKDWQDWLRQDOLW\GLYHUVLW\DPRQJH[HFXWLYH
GLUHFWRUV LV SRVLWLYHO\ DVVRFLDWHGZLWK ILUP¶V SHUIRUPDQFH DQG WKH HIIHFW LVPRUH VLJQLILFDQW IRU ORQJWHQXUHG WRS
PDQDJHPHQWWHDPV$SDUWIURPWKDW/LDUJRYDVDQG6NDQGDOLVVKRZHGWKDWDKHWHURJHQHRXVERDUGWKDWFRQVLVWV
RIGLIIHUHQWUDFHVDQGQDWLRQDOLWLHVZLOOEHPRUHFUHDWLYHDQGHYHQWXDOO\FRQWULEXWH WREHWWHUVWUDWHJLFSODQQLQJDQG
EXVLQHVVGHFLVLRQPDNLQJDVFRPSDUHGWRDKRPRJHQHRXVERDUG0RUHRYHU&KRLDQG+DVDQIRXQGWKDWIRUHLJQ
GLUHFWRUVDUHPRUHNQRZOHGJHDEOHDQGH[SHULHQFHGDERXWFRPSHWLWLRQDQG ODWHVWGHYHORSPHQW LQ WKHJOREDOPDUNHW
FRPSDUHGWRORFDOGLUHFWRUVDQGWKXVKDVKHOSHGORFDOEDQNVWRLQFUHDVHUHYHQXHE\YHQWXULQJLQWRQHZEXVLQHVVHVDQG
UHGXFHWKHUHOLDQFHRQWUDGLWLRQDOEXVLQHVVHV+RZHYHUVWXGLHVE\:LOOLDPVDQG2¶5HLOO\WKDWFODLPHGERDUG
GLYHUVLW\ FDQ JLYH ULVH WR JURXS FRQIOLFW DQG 7VXL DQG 2¶5HLOO\  WKDW FRQFOXGHG HWKQLF GLYHUVLW\ UHGXFHV
RUJDQL]DWLRQDOFRPPLWPHQWDQGFRPPXQLFDWLRQDUHERWKDUJXHGDJDLQVWWKHXSSHUHFKHORQVWKHRU\DQGVXSSRUWHGD
QHJDWLYHUHODWLRQVKLSEHWZHHQWKHSUHVHQFHRIIRUHLJQGLUHFWRUVDQGILUPSHUIRUPDQFH
$JHQF\SUREOHPZKLFKSUHYDLOVLQPDQ\FRUSRUDWLRQVGXHWRVHSDUDWLRQRIRZQHUVKLSDQGFRQWUROFRXOGSRWHQWLDOO\
EHUHGXFHGZLWKVKDUHKROGHUVDSSRLQWLQJWKHERDUGRIGLUHFWRUVWRZKRPPDQDJHUVUHSRUWLQJWR+RZHYHUDFFRUGLQJ
WR0DVXOLVHWDODSSRLQWPHQWRIIRUHLJQGLUHFWRUVZHDNHQHGPRQLWRULQJHIIHFWLYHQHVVGXHWRORQJJHRJUDSKLFDO
GLVWDQFHIURPWKHLUGRPLFLOHGFRXQWULHVDQGXQIDPLOLDULW\ZLWKORFDOEXVLQHVVHQYLURQPHQWDQGKHQFHILUPVZLWKPRUH
IRUHLJQGLUHFWRUVDUHDVVRFLDWHGZLWKJUHDWHUDJHQF\SUREOHPDQGXOWLPDWHO\SRRUHUSHUIRUPDQFHHVSHFLDOO\ZKHQWKH
GRPHVWLFILUPVDSSRLQWLQJWKHPGRQRWKDYHPXFKEXVLQHVVSUHVHQFHLQWKHIRUHLJQGLUHFWRUV¶RULJLQKRPHFRXQWULHV
,QFRQWUDVW2[HOKHLPDQG5DQGRYVWXG\RQ6ZHGLVKFRPSDQLHVGLVFRYHUHGWKDWIRUHLJQRZQHUVZKRFDQVHFXUH
DW OHDVW RQH IRUHLJQ UHSUHVHQWDWLYH RQ WKH ERDUGRI GLUHFWRUV LV D VLJQDO RI JUHDWHU FRPPLWPHQW WRZDUGV FRUSRUDWH
JRYHUQDQFHDQGWUDQVSDUHQF\DQGWKLVVLJQDOLQWXUQUHVXOWLQEHWWHUUHSXWDWLRQDQGKLJKHUILUPYDOXHLQWKHILQDQFLDO
PDUNHW
5HVFXHDFTXLVLWLRQK\SRWKHVLVFODLPHGWKDWSRRUO\SHUIRUPLQJGRPHVWLFILUPVOLNHO\WRDGGPRUHIRUHLJQHTXLW\
SDUWLFLSDWLRQDQGOHDGWRVXEVWDQWLDOO\KLJKGHJUHHRIIRUHLJQRZQHUVKLS7KHSKHQRPHQRQRIIRUHLJQDFTXLVLWLRQVRI
SRRUO\SHUIRUPLQJGRPHVWLFILUPVKDVEHHQREVHUYHGLQVHYHUDOHPHUJLQJPDUNHWVDIWHU$VLDQILQDQFLDOFULVLVLQ
EHFDXVH$VLDQILUPVWKDWZHUHLQGLUHQHHGRIFDSLWDOIRUVXUYLYDOZHUHZLOOLQJWRDFFHSWORZHUELGSULFHIURPDFTXLUHUV
6LQFHLWLVXQOLNHO\WKDWIRUHLJQRZQHUVFRXOGLPSURYHWKHVHSRRUO\SHUIRUPLQJILUPVRYHUQLJKWDIWHUWKHDFTXLVLWLRQ
IRUHLJQRZQHGILUPV¶SHUIRUPDQFHZLOOVWLOOODJEHKLQGGRPHVWLFRZQHGFRXQWHUSDUWVDWOHDVWLQWKHVKRUWUXQSHULRG
SRVWDFTXLVLWLRQ
0HWKRGRORJ\
7KLV SDSHU H[DPLQHV WKH HIIHFWV RI IRUHLJQ RZQHUVKLS DQG SUHVHQFH RI IRUHLJQ GLUHFWRUV RQ WKH SURILWDELOLW\ RI
0DOD\VLDOLVWHGFRPSDQLHVRYHUWKHSHULRGIURP\HDUWR\HDU)URPWKHWDUJHWSRSXODWLRQRIFRPSDQLHV
OLVWHGRQ%XUVD0DOD\VLDDVDWVW'HFHPEHUMXGJPHQWDOVDPSOLQJPHWKRGLVDGRSWHGWRVHOHFWVDPSOHILUPVWKDW
PHHWFHUWDLQFULWHULD([FOXVLRQFULWHULDIRUWKLVVWXG\DUHLFRPSDQLHVWKDWDUHOLVWHGRQ%XUVD0DOD\VLDDIWHUILQDQFLDO
\HDUFKDQJHLQFRPSDQ\¶VQDPHDIWHUPHUJHUDQGDFTXLVLWLRQRUGHOLVWHGDWDQ\SRLQWRIWLPHGXULQJWKHVDPSOH
SHULRGRI\HDUWR\HDULQRUGHUWRDYRLGLQFRPSOHWHGDWDIRUFHUWDLQ\HDUVLLFRPSDQLHVIURPEDQNLQJ
DQGILQDQFHVHFWRUDQGUHDOHVWDWHLQYHVWPHQWWUXVWV5(,7VGXHWRWKHGLIIHUHQWQDWXUHRIWKHLUFDSLWDOVWUXFWXUHIURP
QRQILQDQFLDOFRPSDQLHV+RYDNLPLDQLLLFRPSDQLHVFDWHJRUL]HGLQ6,&GHILQHGVHFWRUVWKDWKDYHOHVVWKDQ
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 FRPSDQLHV WR DYRLG VDPSOLQJELDVGXH WR WRR IHZREVHUYDWLRQV LY FRPSDQLHV WKDW IDLOHG WR FRPSO\ZLWK WKH
REOLJDWLRQVXQGHU3UDFWLFH1RWH31RU*XLGDQFH1RWH*1EHFDXVHFRPSDQLHVXQGHUJRQHUHVWUXFWXULQJ
FRXOGKDYHVLJQLILFDQWLPSDFWRQILQDQFLDOSHUIRUPDQFH/LQJHWDOYFRPSDQLHVWKDWGRQRWGLVFORVHWKHOLVW
RIWRSVKDUHKROGHUVDVVXFKGDWDDUHQHHGHGWRFRPSXWHWKHSHUFHQWDJHRIIRUHLJQHTXLW\RZQHUVKLSYLPXOWL
VHJPHQWILUPVZKRVHVHJPHQWHGDFFRXQWLQJLQWKHDQQXDOUHSRUWVGRQRWGLYLGHGLIIHUHQWVHJPHQWVDILUPLQYROYHGLQ
WKHVDPHPDQQHUDVWKHLQWHUQDWLRQDO6,&FRGHXVHGE\:9%GDWDEDVH7KHVHOHFWHGVDPSOHVDUHWKHQFODVVLILHG
LQWRGLIIHUHQWVHFWRUVEDVHGRQILUVWWZRGLJLWVRIWKHIRXUGLJLW,QWHUQDWLRQDO6WDQGDUG,QGXVWULDO&ODVVLILFDWLRQ6,&
FRGH$IWHUILOWHUHGZLWKH[FOXVLRQFULWHULDLLLDERYHRQO\ILYHRXWRIWKHWHQVHFWRUVUHPDLQHGLQWKLVVWXG\7KH
VHOHFWHG VDPSOH FRPSDQLHV LQFOXGH  FRPSDQLHV LQPDQXIDFWXULQJ VHFWRU 6,& FRGH EHJLQVZLWK  WR  
FRPSDQLHVLQFRQVWUXFWLRQVHFWRUFRGHWRFRPSDQLHVLQWUDQVSRUWDWLRQFRPPXQLFDWLRQHOHFWULFJDVDQG
VDQLWDU\7&86VHFWRUFRGHWRFRPSDQLHVLQZKROHVDOHWUDGHVHFWRUFRGHWRDQGFRPSDQLHVLQ
VHUYLFHVVHFWRUFRGHWR
%DVHGRQWKHVWDWLVWLFDOWHVWUHVXOWVIURP5HGXQGDQW7HVWDQG+DXVPDQ7HVWWKLVVWXG\DGRSWVIL[HGHIIHFWSDQHO
GDWDUHJUHVVLRQWRH[DPLQHWKHHIIHFWVRIIRUHLJQHTXLW\RZQHUVKLSDQGSUHVHQFHRIIRUHLJQGLUHFWRUVRQWKHSURILWDELOLW\
RI0DOD\VLDOLVWHGFRPSDQLHV7KHSDQHOGDWDUHJUHVVLRQPRGHOLVVWDWHGDV(TXDWLRQEHORZ

52(LW  ȕȕ)2:1LWȕ)',5LWȕ+)2'LWȕ0)2'LWȕ)&+0LWȕ)(;'LWȕ6,=(LWȕ&$3,LW
δWȝLW
            (T

ZKHUHȝLW ĮLİLWĮLLVWKHMRLQWHIIHFWVRIXQREVHUYHGYDULDEOHRQILUPSURILWDELOLW\İLWLWWKHHUURUWHUPδLVWKHVKLIW
RILQWHUFHSWRYHUWLPHLGHQRWHVHDFKLQGLYLGXDOOLVWHGFRPSDQ\LQ0DOD\VLDDQGWGHQRWHVHDFKILQDQFLDOUHSRUWLQJ
\HDUIURPWR9DULDEOHVLQ(TXDWLRQDUHGHILQHGDVIROORZV
• 5HWXUQRQ(TXLW\52(LVQHWLQFRPHGLYLGHGE\RUGLQDU\VKDUHKROGHUV¶HTXLW\ZKHUHQHWLQFRPHHTXDOVWR
HDUQLQJV DIWHU WD[PLQXV SUHIHUUHG GLYLGHQGV 0DULPXWKX	.RODQGDLVDP\  +DVOLQGDU	 )D]LODK

• 3HUFHQWDJHRIIRUHLJQHTXLW\RZQHUVKLS)2:1LVWKHVXPRIRUGLQDU\VKDUHVRZQHGE\IRUHLJQLQGLYLGXDOV
DQG LQVWLWXWLRQVREWDLQHGIURPWKHDQQXDO UHSRUW¶V OLVWRI WRSVKDUHKROGHUVGLYLGHGE\ WRWDOQXPEHURI
RUGLQDU\VKDUHVLVVXHGDQGRXWVWDQGLQJRIDVDPSOHILUP
• 3HUFHQWDJHRIIRUHLJQGLUHFWRUV)',5LVWKHQXPEHURIIRUHLJQGLUHFWRUVGLYLGHGE\WRWDOQXPEHURIGLUHFWRUV
VLWWLQJRQDVDPSOHILUP¶VERDUGRIGLUHFWRUV7KLVPHDVXUHLVERUURZHGIURP0DULPXWKXDQG.RODQGDLVDP\
VWXG\WKDWPHDVXUHVWKHSHUFHQWDJHRIQRQLQGLJHQRXVGLUHFWRUV
• 3HUFHQWDJHRIIRUHLJQHTXLW\RZQHUVKLSDUHFDWHJRUL]HGLQWRKLJKGHJUHHDQGDERYHPHGLXPGHJUHH
WRDQGORZGHJUHHWREHFDXVH$\GLQHWDOVWXG\RQIRUHLJQRZQHUVKLS
DQG /\LGPLOD  VWXG\ RQ VWDWH RZQHUVKLS KDYH ERWK GLVFRYHUHG D QRQOLQHDU UHODWLRQVKLS WR ILUP
SHUIRUPDQFH,QWKLVSDSHUKLJKGHJUHHRIIRUHLJQRZQHUVKLSGXPP\+)2'WDNHVDYDOXHRI³´LIIRUHLJQ
HTXLW\RZQHUVKLSLVDQGDERYHRU³´RWKHUZLVHZKLOHPHGLXPGHJUHHRIIRUHLJQRZQHUVKLSGXPP\
0)2'WDNHVDYDOXHRI³´LIIRUHLJQHTXLW\RZQHUVKLSLVEHWZHHQDQGRU³´RWKHUZLVH
• )RUHLJQFKDLUPDQGXPP\)&+0WDNHVDYDOXHRI³´LIWKHILUP¶VFKDLUPDQLVDIRUHLJQUHVLGHQWRU³´
RWKHUZLVH
• )RUHLJQH[HFXWLYHGLUHFWRUGXPP\)(;'WDNHVDYDOXHRI³´LIWKHILUP¶VH[HFXWLYHGLUHFWRULVDIRUHLJQ
UHVLGHQWRU³´RWKHUZLVH
• )LUPVL]H6,=(LVWKHQDWXUDOORJDULWKPRIWKHILUP¶VWRWDODVVHW
• &DSLWDOLQWHQVLW\UDWLR&$3,LVWRWDOWDQJLEOHDVVHWGLYLGHGE\WRWDOVDOHV

7KHDERYHIL[HGHIIHFWSDQHOGDWDUHJUHVVLRQPRGHOZLOOILUVWEHUXQRQFRXQWU\SDQHORIILUP\HDUREVHUYDWLRQVWR
WHVWWKHIROORZLQJK\SRWKHVHVDQGWKHQVHSDUDWHO\RQILYHVXESDQHOVRI6,&GHILQHGVHFWRUV+\SRWKHVHVWREHWHVWHG
LQWKLVSDSHUDUHDVIROORZV
• +7KHUHLVDUHODWLRQVKLSEHWZHHQSHUFHQWDJHRIIRUHLJQHTXLW\RZQHUVKLSDQGILUP¶VSURILWDELOLW\
• +7KHUHLVDUHODWLRQVKLSEHWZHHQSHUFHQWDJHRIIRUHLJQGLUHFWRUVDQGILUP¶VSURILWDELOLW\
• +7KHGHJUHHVRIIRUHLJQHTXLW\RZQHUVKLSDIIHFWILUP¶VSURILWDELOLW\
• +7KHDSSRLQWPHQWRIIRUHLJQFKDLUPDQDIIHFWVILUP¶VSURILWDELOLW\
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• +7KHDSSRLQWPHQWRIIRUHLJQH[HFXWLYHGLUHFWRUDIIHFWVILUP¶VSURILWDELOLW\

'LVFXVVLRQRI5HVXOWV
7DEOHUHYHDOHGWKDWPDMRULW\RIWKH0DOD\VLDQOLVWHGFRPSDQLHVKDVORZGHJUHHRIIRUHLJQRZQHUVKLSDYHUDJHGDW
RYHUWKHSHULRGWR&RPSDQLHVZLWKKLJKDQGPHGLXPGHJUHHVRIIRUHLJQRZQHUVKLSFRPSULVHGRQO\
DQGRQDYHUDJHRYHUVLPLODUSHULRG7KLVLVXQVXUSULVLQJJLYHQWKDW0DOD\VLDKDVWKHPLQLPXP
LQGLJHQRXV RZQHUVKLS UHTXLUHPHQW LPSOHPHQWHG VLQFH WKH 1HZ (FRQRPLF 3ROLF\ 1(3 ZKLFK LQGLUHFWO\ UHVWULFW
IRUHLJQRZQHUVKLS7UDQVLWLRQVDPRQJIRUHLJQRZQHUVKLSFDWHJRULHVRYHUWKH\HDUVDUHTXLWHLQVLJQLILFDQW&RPSDUH
\HDUWR\HDURIOLVWHGFRPSDQLHVKDYHPLJUDWHGIURPORZGHJUHHWRKLJKGHJUHHIRUHLJQRZQHUVKLS
FDWHJRU\DQGKDYHVKLIWHGIURPPHGLXPGHJUHHWRKLJKGHJUHHIRUHLJQRZQHUVKLSFDWHJRU\,QWHUPVRIFRUSRUDWH
JRYHUQDQFHVWUXFWXUHRQO\RI0DOD\VLDQOLVWHGFRPSDQLHVKDYHDSSRLQWHGDIRUHLJQUHVLGHQWDVFKDLUPDQRYHU
WKHSHULRGWR2QWKHRWKHUKDQGDSSRLQWPHQWRIIRUHLJQH[HFXWLYHGLUHFWRUVVHHPVWREHPRUHSUHYDOHQW
DYHUDJHGDWRYHUWKHSHULRGWRZKLFKZDVPRUHWKDQGRXEOHFRPSDUHGWRWKHIRUPHU

7DEOH)UHTXHQF\GLVWULEXWLRQRIIRUHLJQRZQHUVKLSFDWHJRULHVIRUHLJQFKDLUPDQDQGIRUHLJQH[HFXWLYHGLUHFWRU
DPRQJ0DOD\VLDQOLVWHGFRPSDQLHVRYHUWKHSHULRG

Low = low degree of Chinese equity ownership, ranging from 0% to 19.99% 
<HDU


)RUHLJQRZQHUVKLSFDWHJRULHV
:LWK
)RUHLJQ
&KDLUPDQ
)&+0
:LWK)RUHLJQ
([HFXWLYH
'LUHFWRU
)(;'
/RZ 0HGLXP +LJK
     
     
     
     
     
     
     
     
     
     
     
     
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Medium = medium degree of Chinese equity ownership, ranging from 20% to 49.9Low = Low = low degree of 
Chinese equity ownership, ranging from 0% to 19.99% 
Medium = medium degree of Chinese equity ownership, ranging from 20% to 49.99% 
High = high degree of Chinese equity ownership, ranging from 50% to 100% 

7DEOHVKRZHGWKDWPDQXIDFWXULQJVHFWRUKDVRIWKHILUPVEHORQJVWRKLJKIRUHLJQRZQHUVKLSFDWHJRU\WKH
KLJKHVWSURSRUWLRQDPRQJDOOWKHILYHVHFWRUVDQGDOVRWKHRQO\VHFWRUWKDWVXUSDVVHVRYHUDOOFRXQWU\DYHUDJHRI
7KLVFRLQFLGHVZLWK),&DQG0,'$UHOD[DWLRQRIIRUHLJQHTXLW\RZQHUVKLSFDSRQPDQXIDFWXULQJVHFWRUFRPSDQLHVWR
,QFRQWUDVW7&86VHFWRUKDVWKHODUJHVWSURSRUWLRQRIILUPVLQORZIRUHLJQRZQHUVKLSFDWHJRU\UHFRUGHGDW
 ZKLFK H[FHHGV WKH RYHUDOO FRXQWU\ DYHUDJH RI  6HUYLFHV  FRQVWUXFWLRQ  DQG
ZKROHVDOHWUDGHZHUHWKHWKUHHVHFWRUVWKDWKDYHJUHDWHUSURSRUWLRQRIILUPVEHORQJWRPHGLXPGHJUHHIRUHLJQ
RZQHUVKLS FDWHJRU\ FRPSDUHG WR RYHUDOO FRXQWU\ DYHUDJH RI  ,Q WHUPV RI FRUSRUDWH JRYHUQDQFH VWUXFWXUH
PDQXIDFWXULQJ VHFWRU KDV WKH KLJKHVW DSSRLQWPHQW RI IRUHLJQ FKDLUPDQ  DQG IRUHLJQ H[HFXWLYH GLUHFWRU
DPRQJDOO WKH ILYH6,&GHILQHG VHFWRUV IROORZHGE\ VHUYLFHV VHFWRUZKLFK UHFRUGHGDQG
UHVSHFWLYHO\ 0DQ\ 01&V WKDW HVWDEOLVKHG WKHLU VXEVLGLDULHV LQ 0DOD\VLD VLQFH V DUH PDLQO\ LQYROYHG LQ
PDQXIDFWXULQJ SURGXFWV WR VDWLVI\ ORFDO DQG UHJLRQDO VDOHV DQG WKHVH VXEVLGLDULHV DUHPRVWO\PDQDJHG E\ IRUHLJQ
FKDLUPDQDQGIRUHLJQH[HFXWLYHGLUHFWRUH[SDWULDWHGIURP01&V¶SDUHQWFRPSDQ\DEURDG

7DEOH)UHTXHQF\GLVWULEXWLRQRIIRUHLJQRZQHUVKLSFDWHJRULHVIRUHLJQFKDLUPDQDQGIRUHLJQH[HFXWLYHGLUHFWRUE\
6,&GHILQHGVHFWRUVLQ0DOD\VLDRYHUWKHSHULRG

6HFWRU

1XPEHURI
&RPSDQLHV
)RUHLJQRZQHUVKLSFDWHJRULHV
:LWK
)RUHLJQ
&KDLUPDQ
)&+0
:LWK
)RUHLJQ
([HFXWLYH
'LUHFWRU
)(;'
/RZ 0HGLXP +LJK
&RQVWUXFWLRQ      
0DQXIDFWXULQJ      
7&86      
:KROHVDOH
7UDGH      
6HUYLFHV      
Low = low degree of Chinese equity ownership, ranging from 0% to 19.99% 
Medium = medium degree of Chinese equity ownership, ranging from 20% to 49.99% 
High = high degree of Chinese equity ownership, ranging from 50% to 100% 

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WKH)WHVWVLJQLILFDQWHYHQDWOHYHOIRURYHUDOOSDQHODQGDOOVHFWRUVXESDQHOV%DVHGRQRYHUDOOSDQHORIILUP
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IRUZKROHVDOHWUDGHVHFWRU
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DQGGHQRWHWKHFRHIILFLHQWLVVLJQLILFDQWDWDQGOHYHOUHVSHFWLYHO\

5HVXOWVIURPRYHUDOOSDQHOGLGQRWVKRZDQ\VLJQLILFDQWHIIHFWRQ52(GXHWRWKHDSSRLQWPHQWVRIERWKIRUHLJQ
FKDLUPDQ)&+0DQGIRUHLJQH[HFXWLYHGLUHFWRU)(;'1RQHWKHOHVVUHVXOWVIURPVHFWRUVXESDQHOVSURYLGHGVRPH
HYLGHQFH WR UHMHFW QXOO K\SRWKHVHV RI + DQG + DW  OHYHO $SSRLQWPHQW RI )&+0 UHGXFHG ILUP¶V 52( LQ
FRQVWUXFWLRQDQGZKROHVDOHWUDGHVHFWRUVZKHUHDVWKHDSSRLQWPHQWRI)(;'SXVKHGGRZQILUP¶V52(LQFRQVWUXFWLRQ
VHFWRU7KHVHQHJDWLYHHIIHFWVFRXOGSRVVLEO\GXHWRIRUHLJQFKDLUPHQDQGH[HFXWLYHGLUHFWRUVGRQRWXQGHUVWDQGORFDO
EXVLQHVVHQYLURQPHQWLQ0DOD\VLDRUIDFHGLIILFXOWLHVWRPHVKGLIIHUHQWFXOWXUHDQGPDQDJHPHQWVW\OHVEHWZHHQWKHLU
RULJLQFRXQWU\DQG0DOD\VLD
&RQFOXVLRQ
$OWKRXJKPHDQSHUFHQWDJHRIIRUHLJQGLUHFWRUV)',5RIPLJKWLQGLFDWHORZGLYHUVLW\RQDFRPSDQ\¶VERDUG
RIGLUHFWRUVUHJUHVVLRQUHVXOWVKDGSURYHQWKDWWKHLUSUHVHQFHLPSURYHGSURILWDELOLW\%HLQJDKDUPRQ\PXOWLHWKQLF
QDWLRQ KLULQJRIYDULRXV LQGLJHQRXV DQGQRQLQGLJHQRXV ORFDO LQGLYLGXDOV WR KROG GLUHFWRUSRVLWLRQVSHUKDSVKDYH
DOUHDG\ LQFUHDVHG WKH GHJUHH RI ERDUG GLYHUVLW\ DOEHLW ORZ GLYHUVLW\ LQ WHUPV RI QDWLRQDOLWLHV 7KHUHIRUH IRUHLJQ
GLUHFWRUVDQGPXOWLHWKQLF0DOD\VLDQGLUHFWRUVFRXOGVKDUHQHZLGHDVNQRZOHGJHH[SHUWLVHDQGYDOXDEOHDGYLVHVWKDW
KHOSWRLPSURYHWKHLUFRPSDQ\SHUIRUPDQFHDVSUHGLFWHGE\XSSHUHFKHORQWKHRU\$UPHGZLWKWKHKLJKHVWPHDQ)',5
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IRU0DOD\VLDRYHUWKH\HDUV
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VKRXOGLQFUHDVHWKHLUHTXLW\VWDNHWRDERYH:LWKORZSROLWLFDOULVNLQ0DOD\VLDFRPSDUHGWRUHJLRQDOQHLJKERXUV
VXFK DV7KDLODQG0\DQPDU DQG3KLOLSSLQHV IRUHLJQ LQYHVWRUV DUH QRW DGYLVHG WR LQYLWH GRPHVWLF RZQHUV DV MRLQW
YHQWXUHSDUWQHUVEHFDXVHPHGLXPGHJUHHRIIRUHLJQRZQHUVKLS0)2'GLGQRWEULQJVLJQLILFDQWLPSURYHPHQWLQ52(
:KHQSROLWLFDOULVNLVKLJKDVLQWKHFDVHRI&KLQD*UHHQDZD\HWDOIRXQGWKDWIRUHLJQHTXLW\RZQHUVKLSLQWKH
UDQJHRIWRMRLQWYHQWXUHVEHWZHHQIRUHLJQRZQHUVDQGORFDO&KLQHVHILUPVSRVLWLYHO\DIIHFWUHWXUQRQDVVHW
52$EXWQHJDWLYHO\DIIHFW52$ZKHQIRUHLJQRZQHUV¶VWDNHLQFUHDVHWKHUHDIWHU7KHUHIRUHLQWKHFDVHRI0DOD\VLD
IRUHLJQ01&VDUHHQFRXUDJHGWRHVWDEOLVKWKHLUVXEVLGLDULHVLQZKLFKWKH\KROGDFRQWUROOLQJVWDNHLHHTXLW\
RZQHUVKLSRUDEYRYH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LQRUGHUWRHQMR\LQFUHDVHGSURILWDELOLW\
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LQVLJQLILFDQW UHVXOWV IURP RYHUDOO SDQHO VXJJHVW WKDW ZKHQ D 0DOD\VLDQ FRPSDQ\ HVSHFLDOO\ LQ FRQVWUXFWLRQ DQG
ZKROHVDOHWUDGHVHFWRUVZLVKHVWRDSSRLQWHLWKHUDIRUHLJQFKDLUPDQRUDIRUHLJQFKLHIH[HFXWLYHGLUHFWRULWLVDGYLVDEOH
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DOVRWDNHVSODFHLQSULYDWHOLPLWHGFRPSDQLHVKHQFHDVWXG\WKDWDOVRFRYHUVQRQOLVWHGFRPSDQLHVZLOOJLYHDPRUH
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IURPZKLFKRULJLQVWKH\VKRXOGKLUH
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